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RECEIVED

APR 15 2008
STATE OF TENNESSEE FI S
B oo NCARE CAL REVIEW

NASHVILLE, TENNESSEE 37243

April 11, 2008

Mr. Jim White, Director

Fiscal Review Committes

8™ Floor, Rachel Jackson Bldg.
Nashville, TN 37243

Attention: Ms. Leni Chick

RE: A Bureay of T‘ennCare
Contract Amendment Submitted for Fiscal Review

Dear Mr. White:

The Department of Finance and Administration, Bureau of TennCare, is submitting for
consideration by the Fiscal Review Committee amendment #6 to the contract between TennCare
and First Health Services Corporation for the provision of Point of Sale Pharmacy Claims
Processing and Preferred Drug List Development and Management. This competitively bid
contract currently has an end date and rates that go through June 30, 2008, Over the past few
months TennCare has developed and released an RFP to competitively award the new
Pharmacy Benefits manager contract. The new contract will be awarded in late. April with the
contract statt date, as well as readiness review scheduled to become effective May 1, 2008. Due
to the complexity of services and provision of adequate service transition, the new contractor will
not actually assume delivery of services until October 1, 2008. Ih an effort to ensure total
coverage of services until the new contract is awarded and services implemented, TennCare is
amending the current contract to exténd the term to September 30, 2008. No additional funds are
associated with this amendment.

The Bureau of TennCare would greatly appreciate the consideration and approval of this
amendment by the Fiscal Review Committes.

Sincerel A &L
o‘/% : T m—
.8 Pierce

Chief Financlal Officer

cc: Darin J. Gordon, Deputy Commissioner
Alma Chilton, Contract Coordinator
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REQUEST: NON-COMPETITIVE AMENDMENT

APPROVED

Commissioner of Finance & Administration
Date:

318.65-128

Department of Finance and Administration, Bureau of TennCare

Point (POS) Pharmacy Claims Processing and Preferred Drug List Development and Management

First Health Services Corporation

FA-04-15757-00

January 1, 2004

June 30, 2008

$37,900,000.00

July 1, 2008

Ssptember 30, 2008

$37,900,000.00

b 3 e DReHH

Per language in the Request for Proposal and evantual awarded contract, TennCare has the option to extend this contract for an
additional period(s) of time to continue the current services provided by the Contractor. This amendment will extend the contract for a
thres month period of time at which time TennCare will have released RFP and awarded a new contract to provide Pharmacy

Management and Preferred Drug List services, The payment rates established in the previous referenced RFP will remain Ih effect for
the duration of the contract. There are no additional dollars associated with this amendment,




This competitively bid contract currently has an end date and rates that go through June 30, 2008. Over the past few manths
TennCare has developed and released an RFP to competitively award the new Pharmacy Benefits manager contract. The new
contract will be awarded in late April with the contract start date, as weli as readiness review scheduled ta be effective May 1, 2008,
Due to the complexity. of services and to provide for adequate transition of setvices, the new contractor will not actually assume
delivery of services until October 1, 2008. Therefore TennCare is amending the current cantract to extend to September 30, 2008 to

Teresa R. DiMarco, President
4300 Cox Road
Glen Allen, VA 23060

IR

il i il

D Documentation Atiached to this Request

This contractor was identified as a restit of Request for Proposal (RFP), a competitive process initiated by the Department of Finance
and-Administration, Bureau of TennCare. These amended changes are brought about as a result of approaching contract end date and

First Health Services Corporation was identified by competitive means as the contractor to provide Point of Sale (POS) Pharmacy
Clalms Processing and Preferred Drug List Development and Management, The changes in this amendment will provide extension of
term as well as monthly rates to support this extension. This amendment does not necessitate any addifional dollars. The Bureau of
TennCare would appreciate the approval of this amendment by the Department of Finance and Administration. ‘
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AMENDMENT #6 TO FA 04-15757-00,
: THE CONTRACT
_ BETWEEN THE STATE OF TENNESSEE,
DEPARTMENT OF FINANCE AND ADMINISTRATION,
BUREAU OF TENNCARE
: AND
FIRST HEALTH SERVICES CORPORATION

This "‘Amendment, by and belween the State of Tennessee, Department of Finance and
Administration, TennCare Bureau hereinafter referred to as the “State” or “TennCare” and First
Health Services Corporation, herelnafter referred to as the “Contractor,” is for the provision of
Pharmacy Management and Preferred Drug List Services, as further defined in the "SCOPE OF
SERVICES" is amended as follows: '

1, Delete Section B.1 in its entirety and replace with the following:

B.1.  Contract Term. This Contract shall be effective for the period commencing on
January 1, 2004 and ending on September 30, 2008. The State shall have no
obligation for services rendered by the Contractor which are not performed within
the specified period. '

2. Delete Section C.3. in its entirety and replace with the following:

C3. Payment Methodology. The Contractor shall ba compensated based on the
Service Rates herein for units of service authorized by the State in a total amount
not to exceed the Contract Maximum Liability established in Section C.1. The
Contractor’s compensation shall be contingent upon the satisfactory completion
of units of service or project milestones defined in Section A. The Contracior
shall be compensated based upon the followiig Service Rates:

Monthly Fee Year1
$484,500.00

Monthly Fee Year 2
$346,750.00

Monthly Fee Year 3
$351,500.00 (01/01/2006 - 06/30/2006)

$297,900.00 (07/01/2006 — 12/31/2006)

Monthly Fee Year 4

$297,900.00 (01/01/2007 — 12/31/2007)
Monthly Fee Year 5

$305,347.00 (01/01/2008 -09/30/2008)

In addition to the monthly fee, TennCare will compensate the Contractor as
provided herein in accordance with specified rates in Attachment B (Revised)
and Attachment C. The Contractor shall submit monthly invoices, in form and
substance acceptable to the State with all of the necessary supporting
documentation, prior to any payment. Such Invoices shall at a minimum, include:



the numbers and types of pharmacy claims adjudicated; separately itemized
actual payments made to pharmacy service providers for each pharmagy claim

. adjudicated; subtotal for all pharmacy claims adjudicated; subtotal of all actual
payments; the comprehensive monthly fee in effect, and the total amount due to
the Contractor for the pérlod involced. -

The revisions set forth herein shall be effective July 1, 2008. All other terms and conditions not
expressly amended hereln shall remain in full force and effect.

IN WITNESS WHEREOF:

FIRST HEALTH SERVICES CORPORATION:

Chariles W. Byrd, Jr., Chief Financial Officer Date

DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE:

M. D. Goetz, Jr., Commissioner Date

APPROVED:

DEPARTMENT OF FINANCE AND ADMINISTRATION:

M. D. Goetiz, Jr., Commissioner Date

COMPTROLLER OF THE TREASURY:

John G. Morgan, Comptrolier of the Treasury Date



GENERAL ASSEMBLY OF THE STATE OF TENNESSEE

FISCAL REVIEW COMMITTEE
320 Sixth Avenue, North — 8™ Floor
NASHVILLE, TENNESSEE 372430057
615.741-2564

Rep. Charles Curtiss, Chairman Sen. Douglas Henry, Viee-Chairman
Representatives Senaiors
Curt Cobb Donna Rowland Doug Jackson Reginald Tate .
Curtis Johnson David Shepard Bill Ketron Jamie Woodson
Gerald McCormick Curry Todd Paul Stanley
Mary Pruitt Eddie Yokley Randy McNally, ex officio
Craig Fitzhugh, ex officio Lt. Governor Ron Ramsey, ex officio
Speaker Jimmy Naifeh, ex officio :
TO: The Honorable Dave Goetz, Commissioner
Department of Finance and Administration &/
FROM: Charles Curtiss, Chairman, Fiscal Review Committee {b\g/
Bill Ketron, Chairman, Contract Services Subcommittee

DATE: July 31, 2007

SUBJECT: Contract Comments
(Contract Services Subcommittee Meeting 7/31/07)

RFS# 318.65-128

‘Department: Finance & Administration/Bureau of TennCare
Contractor: First Health Services Corporation

Summary: This vendor is responsible for Point of Sale (POS)
pharmacy claims processing and Preferred Drug List development
and management. The proposed amendment extends the current
contract for six additional months at a reduced payment rate in
order for the Bureau to have time to award a new contract through
the RFP process.

Maximum liability: $37,900,000

Maximum liability w/amendment: $37,900,000

After review, the Fiscal Review Committee voted to recommend approval of
the contract amendment.

ce: The Honorable Darin Gordon, Deputy Commissioner
Mr. Robert Barlow, Director, Office of Contracts Review
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Point of Sale (POS) Pharmacy Claims Processing and Preferred Drug List Development and Management
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2004 $1,453,500.00 $1,453,500.00 2,807,000.00
2005 $4,757,822.00 $4,757,822.00 $9,515,644.00
2006 $8,487,366.00 $8,487,366.00 $16,974,732.00
2007 $2,775,350.00 $2,775,350.00 $5,550,700.00

$1,475,962.00 $1,475,962.00 $2,951,924.00

$18,950,000,00 $18,950,000.00 $37,900,000.00
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Department of Health & Human Services

Scott Pierce
310 Great Circle Road Nashville, TN
= (615) 507-6415

Pu A., Secticn 9-6-113, |, M. D. Goetz, Jr., Commissioner of
Finance and Administration, do hereby certify that there is a balance in

the appropriation from which this obligation is required to be paid that is
not otherwise encumbered to pay obligations previously incurred.

FY: 2004 $2,807,000.00 .

FY: 2005 $9,515,644.00

FY: 2006 $16,974,732.00

Fy: 2007 $8,502,624.00 <$2,951,924.00>

FY: 2008 +$2,951,924.00

. $37,000,000.00 0
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$4,757,822.00 $4,757,822.00 ‘ $9,515,644.00
2006 $8,487,366.00 $8,487,366.00 $16,974,732.00
2007 $4,251,312.00 $4,251,312.00 . $8.502,624.00
$18,950,000.00 $18,950,000.00

83.778 Department of Health & Human Services

: Scott Pierce
310 Great Circle Road Nashville, TN
(615) 507-6415
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Pursuant to T.C.A., Section 8-6-113, |, M. D. Goetz, Jr., Commissioner of
Finance and Administration, do hereby certify that there is a balance in
the appropriation from which this obligaticn is required to be paid that is

not otherwise encumbered to pay obligations previously incurred.

FY: 2004 . $2,907,000.00

FY: 2005 $9,515,644.DO
FY: 2006 $16,974,732.00

$8,502,624.00

$37,9 10,000.00 _ 0
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i Pursuant to T.C.A., Secfion 3, |, M. D. Goetz, Jr., Commissioner of
¥l Finance and Administration, do hereby certify that there is a balance in

. the appropriation from which this obligation is reguired to be paid that is
12/31/2006 : not otherwise encumbered to pay-obligaticns previously incurred.
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$2 907 000.00
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728 Church Street
Nashville, TN
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